T

'SPORT
tTj
(j

'0

THE TRANSPORT ECONOMIST

MAGAZINE OF THE TRANSPORT ECONOMISTS GROUP

VOLUME 15

NUMBER 4

EDITOR: Stuart Cole, Polytechnic of North London Business School

Contents

Page

RECENT MEETINGS
The Effect of Major Roads on the Local Economy
Jeremy Vanke (London, January 1988)

1

Development of Stansted Airport
Douglas Turner (London, February 1988)
Report in TE Vol.I5 No.3, Spring 1988
Hoverspeed Services
Derek Meredith (London, March 1988)
Meeting postponed
Transport Assessment Studies in London
Graham Bowskill (London, April 1988)

3

1

British Airways Privatisation - One Year On
Barry Perrott (London, May 1988)

9

THE EFFECT OF MAJOR ROADS ON THE LOCAL ECONOMY

BOOK REVIEWS
logistics and Distribution
Strategies for Management
Editor: James Cooper

Planning -

Regulation of the Firm and Natural Monopoly
Michael Waterson

22

24

ARTICLES
A Taxation Opportunity
Peter R. White

RECENT MEETINGS

for Public Transport

Where Shall We Built It?
Prof. John Hibbs

26

28

TEG NEWS
31
31

Programme of Meetings 1988-89
London Programme
Northern Prograrmne

32

Committee

33

Copy dates for the Transport Economist

34

Jeremy Yanke, Aston University
(London, January 1988)
January's London meeting was addressed by Jeremy Yanke, a
Research Officer at Aston University who is also an adviser to
Friends of the Earth.
He has spent the last three years examining
the economic effects of major roads beyond those taken into account
by COBA, and this was the subject of his talk.
There is a dearth of academic literature in this field, but
that which does exist is centred mainly around three issues:
transport costs, regional development and employment.
Transport costs
Reducing transport costs is a major plank of Government roads
policy, as a means to aiding industrial recovery. It was, however,
argued that this is too simplistic.
Transport costs form, on
average, around 5% of a firm's total production costs.
Of this
half is in the form of terminal costs; the actual 'transport'
element represents around 2.5% of total production costs.
A
relatively large change in this, of say 10%, would make a
difference to total production costs in the order of 0.25%.
This
in itself will not regenerate the economy.
Further, it does not
follow that a new road will bring about reductions on transport
costs.
Evidence suggests that firms relocate in response to a new
road and in the process actually increase these costs.
Regional development
In the rest of Europe it is widely accepted that road building
does not regenerate depressed areas.
Linking a weak economy to a
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stronger one is more likely to benefit the latter, with firms from
the stornger region better able to exploit the weaker market.
Other factors, such as labour relations and supply, must be
satisfied first otherwise the impacts may be detrimental.
Employment
Road building is an inefficient and expensive means of job
creation. The evidence for secondary employment effects is minimal
and what there is indicates net losses of employment being brought
about by construction - primarily through a process of business
relocation and rationalisation.
New research
Jeremy Yanke's research has concerned the effect that major
roads have upon business location.
This has consisted
of
interviews with business people in Basildon, Telford and Nottingham
as well as with property developers in these areas.
The results
broadly indicate a minimal role played by the road network in the
location decision, with availability of labour, and cheap rents and
rates being the most important factors.
The most important
transport factor was the availability of very local access and
turning space.
In the process of relocation firms interviewed
layed off an average of 24% of the workforce.
Traffic restraint
The presentation ended with a video about the 'Traffic
Circulation Plan' in Groningen, Holland.
This showed the effect
that traffic restraint had upon this city.
Contrary to what is
often suggested it appears that traffic restraint has a beneficial
effect on local (particularly retail) business and that traffic
increases may actually be damaging the economy.
In passing, this
is also the subject of a new major study by John Roberts of TEST
entitled 'Quality Streets'.
This consists of a series of studies
of European cities, including london, and shows that the enhanced
environment brought about by traffic restraint leads, in turn, to
an enhanced economy.

Conclusion
In conclusion the whole subject area is one which is not well
understood - we simply do not know for sure what the effects of
road building are.
Certainly the bland claims made by some of the
more 'pro-road' factions are without foundation and it is clear
that much more work is needed.
Report by Stuart Cole, Principal lecturer, Transport Economics
Policy, PNl Business School
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TRANSPORT ASSESSMENT STUDIES IN LONDON
Graham Bowskill, Principal Engineer, Department of Transport
(london, April 1988)
The meeting at PCl heard Graham Bowskill describe the four
london Assessment Studies that followed the House of Commons
Transport Committee's 1982 Report on london's Roads and the 1983
Consultative document on reallocation of highway responsibilities
following Abolition of the GlC.
At abolition, of the 900 miles of GlC roads, 72 miles of main
radials and the South Circular were trunked.
A network of
Designated Roads was created where the borough is the highway
authority with the Secretary of State having reserve powers.
The four study areas
East london:
South Circular:
West london:

South london:

are:
between Al and Blackwall Tunnel
from A3 Wandsworth to Woolwich
the western end of the S.Circular from
Kew to Wandsworth with Earls Court and
Chelsea
A23 corridor from S.Circular to Hooley.
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Stage 1 of the studies, identifying problems and collecting
data, began in 1984 and was reported on at the end of 1986. Stage
II, looking at possible options for improvements began Autumn 1987.
The basic objectives of the Studies were:
identify precise nature of problems in the corridor,
identify a range of options to cope with essential road
traffic,
reducing the environmental effect of traffic, and meet
needs of cyclists and pedestrians,
assess merits of options with regard to Government's
transport policies for public transport,
roads and
traffic in london,
concern
for value for
money,
sensitivity of environment and social fabric of area
concerned.
The studies were to have regard to the historic nature of areas,
essential need for movement by all modes and the wider economic and
social needs.
We
roads:

were

reminded of the Government's reasons

for

providing

to reduce costs to industry,
to improve safety, and
to minimise impact on the environment.
Identification of problems
The majority of journeys were identified as being unreliable
and in uncomfortable conditions. Three affects are described:
Why people travel
How people travel
Problems that occur.
A number of different forms of public consultation were done:
posters in the press asking for the public's views; letters to over
900 local groups; randomly selected residents discussion groups
stratified by age, sex and socio-economic group both including

women with children,
with disabilities.

those without a car, ethnic groups and people

To these were added many surveys: drivers' origin-destination.
vehicle counts, journey time surveys, parking surveys, inventory of
the highway, pedestrian/cyclist
facilities. bus passengers and
operators, accident data. noise levels, air pollution. visual
intrusion.
The following diagram shows the relationship described:

SURVEYS
Information gathering
Measurement

CONSUL TATION
Opinion gathering
Interviews

,
I

~----------------i r----------------I

I

~, V
ANALYSIS
Distribution of Problems
Thresholds

The Main Findings of Stage 1
1. Quality of environment:
people were concerned with the
detrimental effect;
2.
Congestion and delay: effects on business, unpredictable
journey times;
3.
Safety, mainly for pedestrians and cyclists: the intimidatory
effect of traffic;
4.
HGVs: seen as having no business in the area. deleterious
effect on the environment - hated even where flows are low;
5.
Parking: problems of finding a place. as well as problems
caused by parked vehicles. illegal and legal parking. double
parking - a fact of life which restricts movement;

7
6

6.
7.

Rat-running: caused by localised junction problems, causing a
noise and safety problem;
Public transport: unreliable due to congestion.

The studies identified that people do not see the relationship
between their own desire to travel and the problems this creates.
The main problems for drivers, bus passengers, residents, and
business are different.
For example a large number of people said
that the South Circular is not a problem because the drivers knew
how to get round it via rat-runs, which cause problems for other
people.
Two overriding concerns to come from the study were:
1. Quality of the environment, and
2.
Ease with which people can move about safely.
A lot of information was gathered by the studies which was
regarded as stating the obvious.
What this does do is provide the
facts to back up what were previously just hunches.
leaflets
describing Stage 1 of the four studies were distributed to the
audience.
These show the main findings and indicate the wealth of
information gathered.
Stage II
This started in November 1987 with the following aims:
to develop a wide range of options to relieve the problem
identified in Stage I (including public transport),
evaluate options,
reduce to a feasible set of options and
decide on the action to be taken.
The idea is to produce a comprehensive package so that there
is a balance between modes, consultation taking place with local
authorities, operators and the police during the study, with
further (pUblic) consultation at the end.

1.
2.
3.
4.
5.
6.

The types of alternatives will be:
Do nothing - includes committed DTp and borough programmes.
Do minimum - the role that traffic management can play.
Highways - from low cost on-line to high cost off-line.
Bus - improved services.
Fixed track - from improvements to existing services to
providing new facilities.
Other facilities - park and ride. parking enforcement. river
transport.
Stage II will be reported on in Summer 1989.

Discussion
Geoff
Highland (European Rail) was concerned that
the
dominance of company cars in commuting would be fully taken into
account.
Graham Bowskill said that the Consultants would be
assuming full taxation for the plan period.
Margaret Pecker (TSU, Oxford University) wondered whether the
objectives were in response to SACTRA.
It was stated that Stage I
work was presented to SACTRA and that all schemes brought forward
would be assessed against objectives.
These objectives were being
developed by the DTp. local authorities and the AlA/lBA.
Peter White (PCl) queried how the boroughs were involved the Consultative Groups had representatives from the boroughs,
operators, police and DTp.
The DTp was trying to work alongside
the boroughS and operators to form a balance.
Peter Jones (TSU. Oxford) was concerned that the original
boundaries of the studies were not reflected in the problems that
came up in Stage I. Consultants were looking at solutions to the
problems, in their study areas. These reflected the effects of the
central area in East london. Croydon in South london.
Solutions
might have to go beyond the area boundary.
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Mervyn Jones (Oxford Polytechnic) thought that we had been
here before; solving problems in one area moves them elsewhere; the
cost of accessibility and movement have to be weighted together and
that strong policies were needed. The speaker said that management
of demand is a policy matter.
It had to be done in the framework
of freedom of choice, e.g. access to a car will not be restricted
by the use of it might be.
The DTp were not looking to cater for
unrestrained demand and in fact had said in the terms of reference
for the studies that it is not the aim to increase overall traffic
levels in london.
This could be achieved by introducing an
environmental/traffic
management package to reduce capacity of the
existing roads if a new facility is provided.
Peter Collins (lRT) pointed out that the studies started as
Road Assessment Studies but that due to pressure and enlightenment
they were broadened ·to fit into SACTRA framework.
He asked if the
speaker saw a comparable investment appraisal method for roads and
public transport being used.
Graham Bowskill agreed that for th~
studies there is a need for a comparable assessment - it was one of
the study objectives.
It was highly speculative to predict just
what money would be available to fund options, as no funds were
actually committed to pay for them.
Report by laurie Baker, Principal Transport Planner,
london Borough of Camden

BRITISH AIRWAYS PRIVATISATION - ONE YEAR ON
Barry Perrott, Senior Management Consultant, British Airways
(london, May 1988)
At the May meeting of the Group Barry Perrott spoke about the
evolution of British Airways and the effect of privatisation on

BA's financial performance.
The evolution of BA was covered under
three major headings:
1939-80
The heritage of nationalisation
1980-87
Metamorphosis
1987 on
The privati sed airline.
looking briefly at BA's heritage the major events in its
history are listed below.
1939
Imperial and BA nationalised as BOAC
1946
BEA split off
1960
ATlB formed - other British airlines allowed to
compete
BOAC £130M debt written off
1966
£35M risk bearing capital injected
late 60' s BEA se 1ect EV27 and EV37
1972
BOAC and BEA combined to form British Airways
(attributable to Government intervention)
Formal dissolution BOAC and BEA
1974
Airline organised on functional basis
1976
Government announce intention to sell shares in
1979
British Airways.
A

major problem for the two nationalised airlines was that
they faced numerous conflicting explicit and implicit objectives
which were not formally prioritised (e.g. support industry. promote
tourism, provide employment and be the military transport reserve).
They were expected to perform commercially even though they had
many non-commercial objectives.
Planning was also a major problem
as it was heavily influenced by Government requirements around a
very rigid five year plan, while the airline businesss required a
much longer perspective with much more flexibility.
Now the
airline is no longer a hostage to Government planning requirements
and has a number of ten and twenty year planning scenarios.

11
10

Table 1
Turning to the metamorphosis stage, this began in 1980 with
the Civil Aviation Act which enabled privatisation.
In 1981 Ross
Stainton retired and lord King (then Sir John King) was appointed
Chairman and given the job of preparing BA for privatisation.
He
was joined in 1982 by the forceful character of Gordon Dunlop as
Finance Director, and Sir Colin Marshall as Chief Executive.
Very tough effective measures were taken and 23,000 or 40% of the
staff were cut along with unprofitable routes and a number of
aircraft.
The merged airline inherited a large and varied fleet
and the purpose of fleet rationalisation was to shed the ageing and
less appropriate types. Thus by the Summer of 1986 British Airways
had a fleet of 160 aircraft with just seven basic types, these were
the B747, Tristar, B757, B737, F7-11, 748 turbo prop and Concorde.
Under the new management many marketing initiatives were
taken, the airline was given a new livery and corporate image; the
change in culture within BA led to a change in its outward
manifestation.
The airliners had new interiors, the flying and
cabin crew had new uniforms as did the ground staff.
There were also marked efforts to raise the standards of
customer service.
All the staff were sent on a training course "Putting People First" - to change staff atittudes.
There was a
similar course "Managing People First" for the managers.
Courses
such
as "A Day in the life" were used to remove insular
departmental problems and to cut across boundaries so that people
got a view of what the airline did as a whole.
Having considered the airline's development Barry Perrott went
on to look at the financial performance of the company.
The
disasterous results of 1981/82 can be seen as a legacy of the
previous era; the airline was trying to improve productivity and
was being increased in size (Table 1). Although the market was the
same as it had been in 1980/81, the airline still followed its
growth plan.
The operating profit was low at £12M (Table 2).
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The pre-tax loss was £108M (Table 2) to which had to be added an
extraordinary
item of £429M for staff severance costs
and
adjustment of book value of certain aircraft, thus the overall loss
was near £600M (Table 3).
Though staff numbers fell between 1981
and 1984. from 1984 onwards the number of staff employed increased
(Table 5); and prOductivity increased from 1982 onwards.
Debt as a percentage of capital employed (Table 4) fell from
120% in 1982 (technically bankrupt) to its present level of under
40%.
Debt was not written off by Government as in the previous
era, and profits were used to regain a reasonable gearing. Profits
before tax rose dramatically between 1982 and 1984 as did the
company's operating surplus. In 1985/86 the profit before tax held
constant but operating surplus fell by £100M.
This was partly
because debt was reduced therefore interest payments in profits
before tax were reduced.
Also the airline changed the way it financed aircraft.
In
1981/82 the airline was saddled with its aircraft fleet, and when
the market fell they had the choice of flying fewer planes or
flying them empty.
Thus the airline adopted operating leases as
the market picked up, since it built flexibility into the fleet
and as long as the leases were staggered the airline gained
flexibility and was able to renew them or not as required.
As the
aircraft were on operating lease, the return on net assets was
higher than it would have been had the aircraft been "owned".
The airline's capacity measured in available seat kilometers
(Table 6) was reduced between 1981 and 1984 but increased between
1984 and 1987.
Though leases gave the company greater discretion
and meant it was no longer hostage to fortune.
It meant that in
the medium term BA management had a device which enabled them to
adjust the fleet size to anticipated demand.
Operating leases.
however, are not a device for the very short term short falls in
the market. In the short term it is necessary for the airline to
market its way out.
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After the libya and Chenobyl 'incidents' in 1986. many
Americans stopped flying to the UK.
Many airlines either did not
react. or alternatively cut capacity whereas British Airways
undertook a massive marketing campaign.
- BA's biggest ever
promotion in the United States.
With the help of 'Go for it
America' and 'The Concorde Challenge' British Airways brought the
recovery forward and sold itself out of the problem.

Table 7
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Barry
Perrott then looked at the airline's efficiency.
Aircraft utilisation (Table 7) was falling in 1981/82 because the
fleet was fixed not flexible, but from 1982 onwards it grew, with
the market and BA's recovery, as did the airline's yield.
BA is
now better able to manage change, and it has more flexible working
agreements which are much more cost effective.
An example of this
is the support cabin crew who are on call but who are only paid
when they are needed; these are mainly ex-full-time stewardesses.
The airline is also more easily able to adjust its fleet, 16% of
the rationalised fleet's capacity is on operating leases, and the
company has improved forecasting and controls and thus has more
marketplace focus and responsiveness.
Since it became the privatised airline. BA has changed its
focus away from just its performance as an airline, it is now a1so
concerned with its performance in the market.
Amongst its recent developments. BA was a founding partner in
the Galileo Computer Reservation System (CRS) Consortium.
Other
founding partners are KlM, Swissair. Alitalia and United. This is
seen as a positive move towards the future (rather than as a
protectionist move) and perhaps distribution may be more profitable
than merely operating an airline.
The planned implementation
timetable for the Consortium is as follows:
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A more publicised development has been the merger with BCal
(British Caledonian Airways). following which, BA has set up a new
charter subsidiary. Caledonian.

Future prospects for growth:
Effective airline marketing,

BA. in buying BCal increased its size in a number of ways; it
increased its total revenue by 15%. its scheduled traffic by 14%,
its revenue pax kilometers by 18% (greater than the traffic
increase because of the influence of long haul flights).
In cargo
terms it increased its size by 32% in tonne kms. its aircraft fleet
increased by 16% or by 27 aircraft and its number of employees by
18% or 7,500. All these figures assume that the airlines were just
added
together.
In fact these increases are
affected
by
rationalisation,
and the number of extra destinations added were
three in North America, one in Europe and twelve in Africa.

Discussion
After the talk a number of points were raised.
It was
suggested that BA's performance was the same as that of other
airlines
and that despite initiatives its performance
just
reflected the trade cycle.
Though vulnerable to the cycle it was
stressed that a different and more flexible attitude had been
developed.
There was now more scope for management discretion
through investment in flexibility.
Thus the airline no longer
relies on growth but relies on its ability to react.

_BA has started a "welcome to the future" programme to overcome
the problem of staff morale. the idea being that BCal employees are
made more welcome with BA trying to highlight the good points about
BCal.
British Airways Privatisation - Two Years On
New aircraft orders:
11 X B767-300 + 11 options
3 X B757s for 1989
(long haul l-1011 replacement decision deferred).
New products:
Club World and Club Europe. thus changing business class
product. Club World sleeper seat arrangements. the idea being
that first class will decline as club displaces it.
Club
Europe - increasing seat pitch.
Outlook:
largest ever summer programme; launch Club Europe and Club
World.
Marketing partnership with United.
BCal merger
implementation.

modern fuel efficient fleet and

investment in CRS.

The point was made that though productivity had increased up
until 1985 due to staff cuts and new management, there had been no
indicators of improvements over the last three years despite the
decline in the price of fuel.
Though attempts had been made to
improve productivity through increased aircraft utilisation and
staff productivity, external events such as Chernobyl and libya had
caused a downturn.
Though load factors had fallen over the last
few
years figures released this year will show
a marked
improvement.
Salesmen have been selling to lower yield traffic,
but though yield has fallen load factors increase has more than
offset this, thus the yield per seat has gone up.
The need for gains in productivity was stressed by the point
that the average remuneration per employee 1n BA had increased by
12%. and that this would hinder BA in its attempts to compete with
low cost Asian and American carriers.
Though BA is competing with
Asian carriers its strategy is not based on being the cheapest
commodity airline - it is producing products which can be sold at a
premium.
The increase in pay is a reflection of sharing the
company's success with its staff. and there has been a decline in
the number of disputes.

22
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Questioned on the point that BA was too large for optimum
returns and whether BA might be moving towards a multi-faceted
organisation, Barry stressed that BA was not too large.
For
example. BA is not big enough on its own to afford to match the CRS
research and development expenditure of the American mega-carriers.
The idea was that BA will be growing in base organisation and by
acquisition and joint ventures.
There will be a disinvestment in
areas where BA's expertise is limited. and arms length operations
where appropriate, e.g. Caledonian will be distanced from BA as it
grows as a charter airline.
The talk and discussion stressed how BA had changed to become
a more successful and flexible company. privatised into a market of
which it is now more aware.
Report by Nick Mottram. Polytechnic of Central london

BOOK REVIEWS

lOGISTICS AND DISTRIBUTION PLANNING - STRATEGIES FOR MANAGEMENT
Ed. James Cooper. Kogan Page, 1988.
The books on freight transport and distribution that we have
seen from various publishers over the past ten years have been
worthy and valuable texts, useful to students, but lacking in
recognition of the radical change that is coming over the industry
as it moves into its proper place alongside the other standard
departments of management.
This has reflected an assumption, now
sadly dated. that there should be a transport department.
let it
be said that marketing has gone through the same re-appraisal, so
that the student is now taught marketing management:
marketing,
is one of the things that management is about.
How welcome,

therefore, is a title that says, in so many words.
logistics is what management is about, too.

that business

Business logistics is a respectable study in the United
States, and it is time that 'transport and distribution' grew up on
this side of the Atlantic, and took its place, under the title of
Business logistics, as a core subject in every Business Studies
degree and every MBA. For too long, transport has been denominated
a 'mickey mouse' subject, and for too long the teaching of
transport has been starved of resources.
Now that managing a bus
company means living with risk instead of subsidy, the status of
Transport Studies is bound to change; the development of a rigorous
discipline called Business logistics, and including not only
transport, but distribution, warehousing, scheduling, inventory
control, and all that goes with Just-in-Time, will reinforce the
perceived need for specialist academic recognition.
That is but one reason why this book is so welcome and so
important.
If there is one reservation, it is that Dr. Cooper
seems not to have realised what a path-breaking contribution he has
made, for it lacks a full bibliography. and with that. it lacks
reference to the specialist literature that exists in this field.
(The fact that much of this is north American merely reflects this
reviewer's constant concern that the transport specialists on
either side of the Atlantic ignore each others' work - Dr.
Crowley's department at University College, Dublin always an
honourable exception.)
No member of our Group can afford to be unaware of this book.
No college that teaches transport seriously can fail to order
multiple copies for the library.
That it is not the ultimate
textbook in the field is well illustrated by the paper by Martin
Christopher, entitled "Why it pays to think 'logistics'", but since
the whole collection proves the validity of that title,

it must be

clear that a UK text in Business logistics will have ta follow.
1

In
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the meantime. this book goes a long way to fill a serious gap. and
will go on making a practical contribution for a long time.
Passenger specialists should not excuse themselves from reading it.
either; there are many points that can usefully be transferred.
Reviewed by Prof. John Hibbs, Director of Transport Studies,
Birmingham Polytechnic

REGULATION OF THE FIRM AND NATURAL MONOPOLY
Michael Waterson. Basil Blackwell, 108 Cowley Road. Oxford OX4 IJF,
1988. £29.50 hardback.
At a time when most published work on issues of regulation and
privatisation takes a dogmatic tone. the balanced view in this new
book by the Reader in Economics at the University of Newcastleupon-Tyne is to be welcomed.
It provides a useful up-to-date
review of the theoretical literature. which those working in a
specific field such as transport may not have had the time to
assimilate directly.
The concepts of regulation. natural monopoly and role of the
state are examined in the first four chapters.
Perhaps of greater
interest to those in the transport field are six (on bidding
schemes),
and
seven
(privatisation.
liberalisation
and
deregulation).
The franchise concept is discussed at some length.
with examples of how a scheme might be operated and regulated, the
television example being cited.
It is particularly interesting to
note the comments on pages 107 and 139 that franchising might do
more to induce a competitive regime than other means of increasing
contestability.
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A number of transport examples are quoted, as might be
expected of such a theme, but to those in the transport field some
of the author's comments may appear surprising. In a discussion on
objectives for determining the size of state-owned firms, london
Transport's aim, until recently, of maximising passenger miles
travelled per £ of expenditure is dismissed as 'senseless or
ambiguous' (page 58).
The example of US airline deregulation is
quoted as a major case, as would be expected (pages 139-143).
A
fair and concise summary is given, set in the context of the
theoretical framework given elsewhere in the book.
But here also
it is surprising to find that the 'hub and spoke' pattern is said
to 'contrast sharply' with what happened following deregulation of
express coach services in the UK (surely the National Express
network restructuring around equal-headway services interconnecting
at Victoria and other centres was a very close parallel?).
Despite these reservations regarding transport issues as such.
this volume is nonetheless well worth reading for the wider review
of these issues which it provides.
Reviewed by Peter R. White, Senior lecturer in Public Transport
Systems, PCL Transport Studies Group
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ARTICLES

A TAXATION OPPORTUNITY FOR PUBLIC TRANSPORT
by Peter R. White, Senior lecturer in Public Transport Systems,
PCl Transport Studies Group
Although taxation on company cars was doubled in the March
budget, it remains a small sum relative to the benefits enjoyed.
For a typical car worth between £8,000 and £19,250 the tax payable
goes up by £253 per year.
Furthermore, the Chancellor stated in
his speech that he was to abandon the "administrative nightmare" of
taxation of free car parking (rarely applied in any case). Yet, at
realistic rates in Central london such parking is equivalent to the
price of an annual season ticket for even the longest commuter
trip.
For example. the Polytechnic of Central london has recently
leased out six parking spaces at the New Cavendish Street building
(near the British Telecom Tower) for over £14,000 per annum, i.e.
over £2,300 each.
Another figure, quoted in the london 'Evening
Standard' on 16 March, was a value of up to £4.000 per year for a
free space.
If such user benefits are to be free of tax, then
surely the same should apply to any travel cards purchased for staff
by employers?
In Japan. for example, company car provision is very limited,
yet as TEG member Haruya Hirooka shows in his recent paper, 'Public
Transport Financing in Japan' (presented at the conference 'Urban
Public Transport: a challenge for our cities' in Paris, May 1988).
some 85% of employees in the Tokyo area had their full public
transport commuting expenses paid by their employers (with a
further 7% receiving partial assistance) in 1986.
Under Japanese
law. up to 26,000 yen per month (about £120) can be received in
this way before liability for tax is incurred.
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In the USA, 'trading in' of such parking spaces for public
transport benefits has been encouraged.
In New York, employer
to public transport are being stimulated through
contributions
'Transit Vouchers', launched in July 1987.
Theyare
sold to
employers through the 'Transit Center', an organisation set up by
New York and New Jersey public and private transit operators, New
York Chamber of Cormnerce and Industry, and the City of New York.
Under the Federal Tax Reform Act of 1986, up to $15 per month can
be provided to employees in this way without tax liability.
For
those within the city, on the flat fare of $1, this amounts to a
reduction in monthly cost of about 20%, but the effect is much less
marked for those from outer suburbs.
The Metropolitan Transit
Authority is seeking to raise the limit which employers can provide
without tax being incurred.
A similar situation regarding parking
costs applies to that in london, with the provision of a free space
being regarded as a 'non-taxable fringe benefit'. However, whereas
in Britain, much parking is within the employer's own premises,
such as purpose-built basements (hence Mr. lawson's "nightmare" of
charging for benefits), that in New York is often through separate
off-street parks, for which the employer pays a car park operator,
and hence a money cost can be identified.
With the shift toward the private sector taking on greater
responsibility
in Britain, and concern felt by central london
employers about rail service quality, perhaps a similar approach
could be encouraged here?
Rail operators wish to raise fares to
constrain peak demand growth and fund investment, yet if such
policies were applied in isolation, further road congestion might
result. By enabling employers to buy season tickets or travel cards
on the same basis as car parking is provided tax free, the
government could stimulate a more balanced approach between the
modes.
Employers are likely to reduce their costs through rates
being replaced by the common business charge, enabling them to make
some contribution to public transport users among their employees
(as well as encouraging existing car users to shift).
Perhaps we
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might see job advertisements offering 'free travelcard'
alternative to the now very widespread 'car provided'?

as
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WHERE SHAll WE BUILD IT?
by Prof. John Hibbs, Director of Transport Studies,
Birmingham Polytechnic
Does lRT mean love Running Trams?
light rapid transit is the flavour of the month.
Why now?
The idea has been around for long enough, and its proponents must
be delighted to have stopped being treated as cranks.
Is it an
idea whose time has come, or is it an outlet for planners (and
politicians) whose opportunities for running buses where no-one
wanted them have been taken away by Mr. Ridley's Act?
Sitting in conferences,
I find myself asking these questions,
and since thinking the unthinkable is the Hibbs trademark. I keep
on asking myself the questions as I take my morning exercise (a
great time to expand one's thoughts as well as one's lungs and
heart).
For what is striking is the high proportion of engineers
and the small number of economists that one sees at meetings
devoted to the discussion of lRT.
What have we got so far?
One rather special example of a
metro in Tyneside, that was magnificently
innovative, but was
really an investment comparable with the electrification
of the
Great Northern suburban railway (to take an example I was involved
with).
And one equally special example of a completely new
investment in london Docklands. that was an inherent part of a
programme for tackling out-worn urban fabric.
Those, and a lot of
nostalgia (in which I can share emotionally - did we not all have a
love-hate relationship with the tram?).

But a word of warning was spoken at one recent conference, and
it came from a significantly elevated level.
Do not, said the
speaker, be seduced into justifying investment in LRT by the
fascination of the technology, or by the challenge of overcoming
the problems involved in its introduction.
And that contribution
was almost the only one that referred to the real issue:
the
satisfaction of the customers.
Now I have a sense of deja vu.
The British motor-cycle
industry lost out largely by building machines that its managers
thought they would like, while the Italians and then the Japanese
built machines that the British customers preferred.
The British
motor car industry, as a recent book* has shown, went a long way
down the same gloomy road.
And at my back I always hear British Railwaymen changing gear
- almost too late.
In the early 1960s there were still an awful
lot of BR managers who believed that all they had to do was to run
trains; of one commercial manager (no less) it was said that he had
no interest in anything between the tender and the guard's van.
It was this that made the Treasury in the 1960s look at
investment in the nationalised industries, and develop the target
rate of return.
We had to sweat blood to achieve it, but I have
since seen submissions for investment succeed in local government
that would have been flung right back by the British Railways
Board
for lack of rigorous justification.
Yet
allocative
efficiency must at the end of the day be the concern of all who
take the longer term as their measure of success.

* Jonathan Wood. "Wheels of Mi sfortune: The Rise and Fall of the
British Motor Industry". Sidgwick & Jackson, 1988.
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Which brings me back to my point about the absence of
I wait in vain to hear someone ask
economists at lRT conferences.
'will it pay?'.
We are entertained with slides showing what the
routes might be, and what the hardware would be like, but how have
the routes been chosen.
and will they generate
sufficient
propensity to use the service?
I am sure that in many cases the answers to my concerns will
be positive. and I am well aware that there can be no successful
investment without risk.
But along with the engineers there are
the politicians.
Ninety years ago the electric tramway was the
flavour of the month, and progressive cities had to have one.
Forty years ago they were old-fashioned and to be scrapped by any
progressive council.
Human nature being what it is, can we trust
the investment decisions to the current fashions of the council
chambers?
Will local government ensure that public money will be
well spent?
Dare we forget the story of the Dearne District
Tramway. out of date even before it was built?
Playing trains is a latent desire in most of us.
(Don't ask
me what the psychology of that implies!) The extent to which
councils and their officers played at running buses before 1986 is
becoming plain.
Could there not be a danger that this deep need
for satisfaction is about to surface in the opportunity to run
trams?
Should we not be quite sure we are putting the customer
first?

lETTERS TO THE EDITOR
The articles above will no doubt stimulate thoughts from readers
and members.
Your reactions, whether short or long, would be
welcome.
Similarly. further comments on recent meeting reports,
book reviews or the books themselves will enhance the range of
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contributions to the TE.
If you have any comments on material in
this edition (or past/future editions) please send them to me for
publication.
Stuart Cole, Editor

TEG NEWS

PROGRAMME OF MEETINGS 1988-89
LONDON PROGRAMME FOR 1988-89
Programme Organiser: Roland Niblett, Network South East,
British Rail
Wednesday, 19 October 1988
AREA BUS DEREGULATION STUDIES
Kingsley lewis, Colin Buchanan

& Partners

Wednesday, 16 November 1988
THE ROLE OF HOVERSPEED IN THE CROSS-CHANNEL MARKET
A senior executive from Hoverspeed ltd.
Wednesday, 14 December 1988
NATIONAL TRAVEL SURVEY
Dr. Mike Collop, Department of Transport
Wednesday, 20 January 1989
CAR-ONLY TOLL ROADS
Tony Flowerdew, University of Kent
Wednesday, 17 February 1989
PRIVATE CAPITAL FOR RAIL PROJECTS
Nick lethbridge, Schroders (Merchant Bankers)
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Wednesday, 14 March 1989
CENTRAL lONDON RAIL STUDY
Roland Niblett. Network South East

COMMITTEE 1988/89
Chairman
Peter White, Senior lecturer in Public Transport Systems,
Transport Studies Group, Polytechnic of Central london,
35 Marylebone Road, london NWI 5lS (01-486 5811 X 298)

Wednesday, 20 April 1989
AIRLINE DEREGULATION
Tom Bass, CAA
Wednesday, 18 May 1989
DEVELOPMENT OF THE lONDON TRANSPORTATION
Geoff Copley. MVA Consultants

STUDY (lTS) MODEL

Vice Chairman
Nick lester, Association of london Authorities,
36 Old Queen Street, london SWIH 9JF
(01-222 7799)

Wednesday, 15 June 1989
MINIBUSES IN THE DEREGULATED BUS ~~RKET
Peter White/Roy Turner, Transport Studies Group. PCl

Secretary
Ernest Godward, Senior lecturer, Dept. of Business & Management
Studies. City of Birmingham Polytechnic, Perry Bar, Birmingham
B42 2SU
(021-331 5229)

Note: All meetings are on the third Wednesday in each month EXCEPT
December 1988 which is on the second Wednesday.

Treasurer & Membership Secretary
Don Box, 73 Silverdale Road, Earley, Reading RG6 2NF

All london Meetings are held at 18.00 for 18.30 at the Polytechnic
of Central london. 35 Marylebone Road, london NW1, adjacent to
Baker Street Underground Station.
Meetings are generally held on
the third floor of the main block directly fronting Marylebone
Road. The room number is displayed in the reception area.

Publications Editor
Stuart Cole, Principal lecturer in Transport Economics & Policy,
The Business School, Polytechnic of North london, 2-16 Eden Grove,
london N7 8DB (01-607 2789 X 2457)

NORTHERN PROGRAMME

london
Roland
Euston
(0892

Wednesday, 9 November 1988
THE ECONOMICS OF TAXI REGULATION
Ken Gwilliam, ITS. leeds University
15.30 for 16.00
The Institute for Transport Studies. University of leeds
Further meetings are to be arranged.
Full details are available
from Chris Nash, Institute for Transport Studies, University of
leeds. leeds lS2 9JT (0532 431751 X5337)

(0734 64064)

Programme Organiser
Niblett, Strategic Planning Manager, BR Network South East,
House, Eversholt Street, london NWI (01-922 6939)
26608 - Home)

Northern Programme Organiser
Chris Nash, Institute of Transport Studies, University of leeds,
Leeds lS2 9JT (0532 431751 X 7212)
Committee Member
Peter Collins, Group Planning Manager, london Regional Transport,
lindsay House, 167-9 Shaftesbury Avenue, london WC2 (01-240 7292)
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